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April 20, 2006 
 
 
       
The Honorable Board of Supervisors  
County of Los Angeles  
383 Kenneth Hahn Hall of Administration  
500 West Temple Street  
Los Angeles, California  90012 
 
Dear Supervisors: 
 

APPROVAL OF AMENDMENTS TO EXISTING LEGAL ENTITY  
AGREEMENTS WITH MEDI-CAL LONG-TERM CARE PROVIDERS 

TO IMPLEMENT STATE-MANDATED RATE INCREASE  
FOR FISCAL YEAR 2005-2006 

(ALL SUPERVISORIAL DISTRICTS) 
(3 VOTES) 

 
IT IS RECOMMENDED THAT YOUR BOARD: 
 
1. Approve and delegate authority to the Director of Mental Health or his designee to 

prepare, sign, and execute amendments to nine (9) Legal Entity (LE) Agreements 
with existing Institutions for Mental Disease (IMD) contractors, as listed in 
Attachment I and substantially similar in format to Attachment II, for Fiscal Year 
(FY) 2005-2006 only.  These amendments will allow the Department of Mental 
Health (DMH) to comply with a directive issued by the California Department of 
Mental Health (CDMH) to all counties to increase the reimbursement rate of 
payment to Medi-Cal nursing facilities, which provide long-term care as IMDs to 
chronically and severely mentally ill adults who reside in long-term care facilities, 
by 6.5 percent for FY 2005-2006, retroactive to July 1, 2005.  Financing for this 
mandated rate increase for FY 2005-2006 will be from existing resources included 
in DMH’s FY 2005-2006 Adopted Budget.  

 
2. Delegate authority to the Director of Mental Health or his designee to prepare, 

sign, and execute future amendments to the LE Agreements with IMD contractors, 
including annual State-mandated rate increase amendments, provided that:   
1) the County total payments to a contractor under each Agreement for each 
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applicable fiscal year shall not exceed an increase of 20 percent from the 
applicable revised per diem rates or Maximum Contract Amount (MCA); 2) any 
such increase shall be used to provide additional services or to reflect program 
and/or policy changes; 3) the Board of Supervisors has appropriated sufficient 
funds for all changes; 4) approval of County Counsel and the Chief Administrative 
Officer (CAO) or their designee is obtained prior to any such Amendment;  
5) County and contractor may by written amendments reduce programs or 
services and revise the applicable per diem rates or MCA; and 6) the Director of 
Mental Health shall notify the Board of Supervisors of Agreement changes in 
writing within 30 days after execution of each Amendment. 

 
PURPOSE/JUSTIFICATION OF RECOMMENDED ACTIONS 
 
On January 25, 2006, CDMH issued its directive to counties (Attachment III) to initiate a 
rate increase for Medi-Cal nursing facilities by 6.5 percent annually, effective  
July 1, 2005, through June 30, 2008, and 4.7 percent annually, effective July 1, 2008, 
as authorized by the California Department of Health Services (CDHS).  Pursuant to 
CDMH’s directive, Board approval is required to initiate this annual rate increase, 
retroactive to July 1, 2005, to IMD contractors.   
 
Submission of this Board letter at this time regarding a retroactive, State-mandated rate 
increase for Medi-Cal nursing facilities providing long-term care as IMDs is unavoidable 
and is attributed to the delayed notification of this rate change by CDMH to all counties.   
 
Implementation of Strategic Plan Goals 
 
The recommended Board actions are consistent with the principles of the Countywide 
Strategic Plan’s Programmatic Goal No. 7, “Health and Mental Health.”  Board approval 
will strengthen the access to long-term care facilities through the collaboration of 
government agencies and community-based facilities. 
 
FISCAL IMPACT/FINANCING 
 
There is no increase in net County cost.  DMH will utilize $2.3 million of existing 
resources in the FY 2005-2006 Adopted Budget to finance the rate increase.   
 
The IMD budget is managed by closely monitoring the use of IMD bed resources and 
the utilization of lower levels of care where appropriate.  The current IMD budget was 
developed for 788 beds per day at the FY 2003-2004 CDHS established rate.  However, 














































